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SIXTIETH LEGISLATURE - REGULAR SESSION

TWENTY SIXTH DAY

The House was called to order at 9:55 a.m. by the Speaker
(Representative Moeller presiding).

Reading of the Journal of the previous day was dispensed
with and it was ordered to stand approved.

INTRODUCTION & FIRST READING

by Representatives Grant, MclIntire, Fromhold,
Linville and Newhouse

HB 3361

AN ACT Relating to a deduction for property used in the
growing, processing, bottling, or selling of wine; amending
RCW 83.100.046; and creating a new section.

Referred to Committee on Finance.

There being no objection, the bill listed on the day's
introduction sheet under the fourth order of business was
referred to the committee so designed.

REPORTS OF STANDING COMMITTEES

February 6, 2008
Sponsor, Representative Fromhold:
Concerning the leasehold excise tax exemption
for certain amphitheater property. Reported by
Committee on Finance

HB 2460 Prime

MAJORITY recommendation: Do pass. Signed by
Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Condotta, Assistant
Ranking Minority Member; Conway; Ericks; Mclntire;
Roach and Santos.

Passed to Committee on Rules for second reading.

February 6, 2008

HB 2485 Prime Sponsor, Representative Fromhold:
Modifying definitions applicable to local
infrastructure financing tool program

demonstration projects. Reported by Committee
on Finance

HB 2554

HB 2678

House Chamber, Olympia, Friday, February 8, 2008

MAJORITY recommendation: Do pass. Signed by
Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Conway; Ericks;
Mclntire and Roach.

MINORITY recommendation: Do not pass. Signed by
Representatives Condotta, Assistant Ranking Minority
Member; and Santos.

Passed to Committee on Rules for second reading.

February 6, 2008
Prime Sponsor, Representative Dickerson:
Requiring lid lift ballot propositions to expressly
indicate a permanent increase to the levy base.
Reported by Committee on Finance

MAIJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Hunter, Chair; Hasegawa, Vice Chair;
Condotta, Assistant Ranking Minority Member; Conway;
Ericks; Mclntire; Roach and Santos.

MINORITY recommendation: Do not pass. Signed by
Representative Orcutt, Ranking Minority Member.

Passed to Committee on Rules for second reading.

February 6, 2008
Prime Sponsor, Representative Kessler:
Restoring the preferential timber industry
business and occupation tax rate to the
manufacture of environmentally responsible
surface material products from recycled paper.
Reported by Committee on Finance

MAJORITY recommendation: Do pass. Signed by
Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Condotta, Assistant
Ranking Minority Member; Conway; Ericks; Mclntire;
Roach and Santos.

Passed to Committee on Rules for second reading.

February 6, 2008
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HB 3104 Prime Sponsor, Representative Pedersen:

Expanding rights and responsibilities for
domestic partnerships. Reported by Committee
on Finance

MAJORITY recommendation: The second substitute bill
be substituted therefor and the second substitute bill do
pass. Signed by Representatives Hunter, Chair;
Hasegawa, Vice Chair; Conway; Ericks; Mclntire and
Santos.

MINORITY recommendation: Do not pass. Signed by
Representatives Orcutt, Ranking Minority Member;
Condotta, Assistant Ranking Minority Member; and
Roach.

Passed to Committee on Rules for second reading.

FIRST SUPPLEMENTAL
REPORTS OF STANDING COMMITTEES

February 7, 2008

HB 1534 Prime Sponsor, Representative Hunt: Modifying

provisions affecting candidates for elective
office.  Reported by Committee on State
Government & Tribal Affairs

MAJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Hunt, Chair; Appleton, Vice Chair;
Chandler, Ranking Minority Member; Armstrong,
Assistant Ranking Minority Member; Kretz; Liias;
Miloscia and Ormsby.

Passed to Committee on Rules for second reading.

February 6, 2008
Prime Sponsor, Representative Ericks: Providing
for the enforcement of cigarette taxes through
regulation of stamped and unstamped cigarettes.
Reported by Committee on Finance

MAJORITY recommendation: Do pass. Signed by
Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Condotta, Assistant
Ranking Minority Member; Conway; Ericks; Mclntire;
Roach and Santos.

Passed to Committee on Rules for second reading.

February 6, 2008

HB 2609 Prime Sponsor, Representative Mclntire:

Concerning the use of digital image technology
in property revaluation plans. Reported by
Committee on Finance

MAIJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Condotta, Assistant
Ranking Minority Member; Conway; Ericks; Mclntire;
Roach and Santos.

Passed to Committee on Rules for second reading.

February 6, 2008

HB 2713 Prime Sponsor, Representative Seaquist:

Providing for broader collection of biological
samples for the DNA identification of convicted
sex offenders and other persons. Reported by
Committee on Appropriations

MAIJORITY recommendation: The second substitute bill
be substituted therefor and the second substitute bill do
pass and do not pass the substitute bill by Committee on
Public Safety & Emergency Preparedness. Signed by
Representatives Sommers, Chair; Dunshee, Vice Chair;
Alexander, Ranking Minority Member; Bailey, Assistant
Ranking Minority Member; Haler, Assistant Ranking
Minority Member; Anderson; Chandler; Cody; Conway;
Darneille; Ericks; Fromhold; Grant; Green; Haigh;
Hinkle; Hunt; Hunter; Kagi; Kenney; Kessler; Kretz;
Linville; McDonald; Mclntire; Morrell; Pettigrew; Priest;
Ross; Schmick; Schual-Berke; Seaquist; Sullivan and
Walsh.

Passed to Committee on Rules for second reading.

February 6, 2008

HB 2714 Prime Sponsor, Representative Loomis:

Changing provisions concerning registration of
sex offenders and kidnapping offenders.
Reported by Committee on Appropriations

MAIJORITY recommendation: The second substitute bill
be substituted therefor and the second substitute bill do
pass and do not pass the substitute bill by Committee on
Public Safety & Emergency Preparedness. Signed by
Representatives Sommers, Chair; Dunshee, Vice Chair;
Alexander, Ranking Minority Member; Bailey, Assistant
Ranking Minority Member; Haler, Assistant Ranking
Minority Member; Anderson; Chandler; Cody; Conway;
Darneille; Ericks; Fromhold; Grant; Green; Haigh;
Hinkle; Hunt; Hunter; Kagi; Kenney; Kessler; Kretz;
Linville; McDonald; Mclntire; Morrell; Pettigrew; Priest;
Ross; Schmick; Schual-Berke; Seaquist; Sullivan and
Walsh.

Passed to Committee on Rules for second reading.

February 6, 2008
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HB 2986 Prime Sponsor, Representative Takko:

Concerning property tax collection and
assessment. Reported by Committee on Finance

MAJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Hunter, Chair; Hasegawa, Vice Chair;
Orcutt, Ranking Minority Member; Condotta, Assistant
Ranking Minority Member; Conway; Ericks; Roach and
Santos.

Passed to Committee on Rules for second reading.

February 6, 2008

HB 3143 Prime Sponsor, Representative Liias: Increasing

the authority membership of single county public
transportation benefit areas. Reported by
Committee on Transportation

MAIJORITY recommendation: Do pass. Signed by
Representatives Clibborn, Chair; Flannigan, Vice Chair;
Ericksen, Ranking Minority Member; Schindler, Assistant
Ranking Minority Member; Appleton; Armstrong;
Campbell; Dickerson; Eddy; Herrera; Hudgins; Jarrett;
Kristiansen; Loomis; Rodne; Rolfes; Sells; Simpson;
Smith; Springer; Takko; Upthegrove; Wallace; Warnick;
Williams and Wood.

Passed to Committee on Rules for second reading.

February 7, 2008

HB 3160 Prime Sponsor, Representative Springer:

Addressing the availability of nutrition
information. Reported by Committee on
Commerce & Labor

MAIJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Conway, Chair; Wood, Vice Chair;
Condotta, Ranking Minority Member; Green; Moeller and
Williams.

MINORITY recommendation: Withoutrecommendation.
Signed by Representatives Chandler, Assistant Ranking
Minority Member; and Crouse.

Passed to Committee on Rules for second reading.

February 7, 2008

HB 3193 Prime Sponsor, Representative Ormsby:

Modifying state whistleblower protections.
Reported by Committee on State Government &
Tribal Affairs

MAIJORITY recommendation: Do pass. Signed by
Representatives Hunt, Chair; Appleton, Vice Chair;

Chandler, Ranking Minority Member; Armstrong,
Assistant Ranking Minority Member; Kretz; Liias;
Miloscia and Ormsby.

Referred to Committee on Appropriations.

February 6, 2008

HB 3224 Prime Sponsor, Representative Loomis:

Reviewing and conducting studies on providing
commuter rail services. Reported by Committee
on Transportation

MAIJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Clibborn, Chair; Flannigan, Vice
Chair; Appleton; Armstrong; Campbell; Dickerson; Eddy;
Herrera; Hudgins; Kristiansen; Loomis; Rodne; Rolfes;
Sells; Simpson; Smith; Springer; Takko; Upthegrove;
Wallace; Warnick; Williams and Wood.

MINORITY recommendation: Do not pass. Signed by
Representatives Ericksen, Ranking Minority Member;
Schindler, Assistant Ranking Minority Member; and
Jarrett.

Passed to Committee on Rules for second reading.

February 7, 2008

HB 3292 Prime Sponsor, Representative Kessler:

Recording executive sessions under the open
public meetings act. Reported by Committee on
State Government & Tribal Affairs

MAIJORITY recommendation: Do pass. Signed by
Representatives Hunt, Chair; Chandler, Ranking Minority
Member; Kretz; Miloscia and Ormsby.

MINORITY recommendation: Do not pass. Signed by
Representatives Appleton, Vice Chair and Armstrong,
Assistant Ranking Minority Member.

Passed to Committee on Rules for second reading.

February 7, 2008

HB 3349 Prime Sponsor, Representative Ericks: Providing

a review of the need for residential contractor
licensing. Reported by Committee on
Commerce & Labor

MAJORITY recommendation: The substitute bill be
substituted therefor and the substitute bill do pass. Signed
by Representatives Conway, Chair; Wood, Vice Chair;
Condotta, Ranking Minority Member; Chandler, Assistant
Ranking Minority Member; Crouse and Moeller.
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MINORITY recommendation: Do not pass. Signed by
Representatives Green and Williams.

Referred to Committee on Appropriations.

February 6, 2008
Prime Sponsor, Representative Pearson:
Requesting the 172nd Street overpass of
Interstate 5 in Arlington to be named the "Oliver
"Punks" Smith Interchange." Reported by
Committee on Transportation

HJM 4030

MAIJORITY recommendation: Do pass. Signed by
Representatives Clibborn, Chair; Flannigan, Vice Chair;
Ericksen, Ranking Minority Member; Schindler, Assistant
Ranking Minority Member; Appleton; Armstrong;
Campbell; Dickerson; Eddy; Herrera; Hudgins; Jarrett;
Kristiansen; Loomis; Rodne; Rolfes; Sells; Simpson;
Smith; Springer; Takko; Upthegrove; Wallace; Warnick;
Williams and Wood.

Passed to Committee on Rules for second reading.

February 7, 2008
Prime Sponsor, Committee on Health & Long-
Term Care: Granting the insurance
commissioner the authority to review individual
health benefit plan rates. Reported by
Committee on Health Care & Wellness

ESSB 5261

MAIJORITY recommendation: Do pass as amended.

Strike everything after the enacting clause and insert the
following:

"Sec. 1. RCW 48.18.110 and 2000 ¢ 79 s 2 are each amended
to read as follows:

(1) The commissioner shall disapprove any such form of policy,
application, rider, or endorsement, or withdraw any previous
approval thereof, only:

(a) Ifit is in any respect in violation of or does not comply with
this code or any applicable order or regulation of the commissioner
issued pursuant to the code; or

(b) If it does not comply with any controlling filing theretofore
made and approved; or

(c) If it contains or incorporates by reference any inconsistent,
ambiguous or misleading clauses, or exceptions and conditions which
unreasonably or deceptively affect the risk purported to be assumed
in the general coverage of the contract; or

(d) If it has any title, heading, or other indication of its
provisions which is misleading; or

(e) If purchase of insurance thereunder is being solicited by
deceptive advertising.

(2) In addition to the grounds for disapproval of any such form
as provided in subsection (1) of this section, the commissioner may
disapprove any form of disability insurance policy((;—exeept—an
mdtviduatheatth-benefitptans;)) if the benefits provided therein are

unreasonable in relation to the premium charged. Rates, or any

modification of rates effective on or after July 1, 2008, for individual
health benefit plans may not be used until sixty days after they are
filed with the commissioner.

Sec. 2. RCW 48.44.020 and 2000 ¢ 79 s 28 are each amended
to read as follows:

(1) Any health care service contractor may enter into contracts
with or for the benefit of persons or groups of persons which require
prepayment for health care services by or for such persons in
consideration of such health care service contractor providing one or
more health care services to such persons and such activity shall not
be subject to the laws relating to insurance if the health care services
are rendered by the health care service contractor or by a participating
provider.

(2) The commissioner may on examination, subject to the right
of the health care service contractor to demand and receive a hearing
under chapters 48.04 and 34.05 RCW, disapprove any individual or
group contract form for any of the following grounds:

(a) If it contains or incorporates by reference any inconsistent,
ambiguous or misleading clauses, or exceptions and conditions which
unreasonably or deceptively affect the risk purported to be assumed
in the general coverage of the contract; or

(b) If it has any title, heading, or other indication of its
provisions which is misleading; or

(c) If purchase of health care services thereunder is being
solicited by deceptive advertising; or

(d) If it contains unreasonable restrictions on the treatment of
patients; or

(e) If it violates any provision of this chapter; or

(f) If it fails to conform to minimum provisions or standards
required by regulation made by the commissioner pursuant to chapter
34.05 RCW; or

(g) If any contract for health care services with any state agency,
division, subdivision, board, or commission or with any political
subdivision, municipal corporation, or quasi-municipal corporation
fails to comply with state law.

(3) In addition to the grounds listed in subsection (2) of this
section, the commissioner may disapprove any ((greup)) contract if
the benefits provided therein are unreasonable in relation to the
amount charged for the contract. Rates, or any modification of rates
effective on or after July 1, 2008, for individual health benefit plans
may not be used until sixty days after they are filed with the

(4)(a) Every contract between a health care service contractor
and a participating provider of health care services shall be in writing
and shall state that in the event the health care service contractor fails
to pay for health care services as provided in the contract, the
enrolled participant shall not be liable to the provider for sums owed
by the health care service contractor. Every such contract shall
provide that this requirement shall survive termination of the
contract.

(b) No participating provider, agent, trustee, or assignee may
maintain any action against an enrolled participant to collect sums
owed by the health care service contractor.

Sec. 3. RCW 48.46.060 and 2000 ¢ 79 s 31 are each amended
to read as follows:

(1) Any health maintenance organization may enter into
agreements with or for the benefit of persons or groups of persons,
which require prepayment for health care services by or for such
persons in consideration of the health maintenance organization
providing health care services to such persons. Such activity is not
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subject to the laws relating to insurance if the health care services are
rendered directly by the health maintenance organization or by any
provider which has a contract or other arrangement with the health
maintenance organization to render health services to enrolled
participants.

(2) All forms of health maintenance agreements issued by the
organization to enrolled participants or other marketing documents
purporting to describe the organization's comprehensive health care
services shall comply with such minimum standards as the
commissioner deems reasonable and necessary in order to carry out
the purposes and provisions of this chapter, and which fully inform
enrolled participants of the health care services to which they are
entitled, including any limitations or exclusions thereof, and such
other rights, responsibilities and duties required of the contracting
health maintenance organization.

(3) Subject to the right of the health maintenance organization
to demand and receive a hearing under chapters 48.04 and 34.05
RCW, the commissioner may disapprove an individual or group
agreement form for any of the following grounds:

(a) If it contains or incorporates by reference any inconsistent,
ambiguous, or misleading clauses, or exceptions or conditions which
unreasonably or deceptively affect the risk purported to be assumed
in the general coverage of the agreement;

(b) If it has any title, heading, or other indication which is
misleading;

(c) If purchase of health care services thereunder is being
solicited by deceptive advertising;

(d) If it contains unreasonable restrictions on the treatment of
patients;

(e) If it is in any respect in violation of this chapter or if it fails
to conform to minimum provisions or standards required by the
commissioner by rule under chapter 34.05 RCW; or

(f) If any agreement for health care services with any state
agency, division, subdivision, board, or commission or with any
political subdivision, municipal corporation, or quasi-municipal
corporation fails to comply with state law.

(4) In addition to the grounds listed in subsection (2) of this
section, the commissioner may disapprove any ((group)) agreement
if the benefits provided therein are unreasonable in relation to the
amount charged for the agreement. Rates, or any modification of
rates effective on or after July 1, 2008, for individual health benefit
plans may not be used until sixty days after they are filed with the
commissioner.

(5) No health maintenance organization authorized under this
chapter shall cancel or fail to renew the enrollment on any basis of an
enrolled participant or refuse to transfer an enrolled participant from
a group to an individual basis for reasons relating solely to age, sex,
race, or health status. Nothing contained herein shall prevent
cancellation of an agreement with enrolled participants (a) who
violate any published policies of the organization which have been
approved by the commissioner, or (b) who are entitled to become
eligible for medicare benefits and fail to enroll for a medicare
supplement plan offered by the health maintenance organization and
approved by the commissioner, or (c) for failure of such enrolled
participant to pay the approved charge, including cost-sharing,
required under such contract, or (d) for a material breach of the health
maintenance agreement.

(6) No agreement form or amendment to an approved agreement
form shall be used unless it is first filed with the commissioner.

Sec. 4. RCW 48.20.025 and 2003 ¢ 248 s 8 are each amended
to read as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherwise.

(a) "Claims" means the cost to the insurer of health care
services, as defined in RCW 48.43.005, provided to a policyholder
or paid to or on behalf of the policyholder in accordance with the
terms of a health benefit plan, as defined in RCW 48.43.005. This
includes capitation payments or other similar payments made to
providers for the purpose of paying for health care services for a
policyholder.

(b) "Claims reserves" means: (i) The liability for claims which
have been reported but not paid; (ii) the liability for claims which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional claims reserves whether for a
specific liability purpose or not.

(c) "Declination rate" for an insurer means the percentage of the
total number of applicants for individual health benefit plans received
by that insurer in the aggregate in the applicable year which are not
accepted for enrollment by that insurer based on the results of the
standard health questionnaire administered pursuant to RCW
48.43.018(2)(a).

(d) "Earned premiums" means premiums, as defined in RCW
48.43.005, plus any rate credits or recoupments less any refunds, for
the applicable period, whether received before, during, or after the
applicable period.

((6D)) (e) "Incurred claims expense" means claims paid during
the applicable period plus any increase, or less any decrease, in the
claims reserves.

(((e))) () "Loss ratio" means incurred claims expense as a
percentage of earned premiums.

(D)) (g) "Reserves" means:

(1) Active life reserves; and (ii)

additional reserves whether for a specific liability purpose or not.

(2) ((ﬁn—msmr—shaHﬂe—fer—nrfbrmaﬁeﬁal—pﬂmeses—eﬁy—a

WTﬂ‘l‘ﬂTC‘CGTﬂﬂﬂSS‘IGﬂCT‘pﬂOT‘tG‘H‘SC‘
—3))) An insurer ((shalt)) must file ((withthenotieerequired
undersubsectionr2yofthisseetiot)) supporting documentation of'its

method of determining the rates charged((—The-commisstoner-may
requestonty)) for its individual health benefit plans. Ata minimum,

the insurer must provide the following supporting documentation:

(a) A description of the insurer's rate-making methodology;

(b) An actuarially determined estimate of incurred claims which
includes the experience data, assumptions, and justifications of the
insurer's projection;

(c) The percentage of premium attributable in aggregate for
nonclaims expenses used to determine the adjusted community rates
charged; and

(d) A certification by a member of the American academy of
actuaries, or other person approved by the commissioner, that the
adjusted community rate charged can be reasonably expected to result
in a loss ratio that meets or exceeds the loss ratio standard
((established—in—subsectton(7H—ofthis—seetton)) of seventy-four
percent, minus the premium tax rate applicable to the insurer's
individual health beneﬁt plans under RCW 48.14.020.

((t4

ﬁie-rrmﬁemeﬂtaﬁeﬁ-e-f—ﬁ‘re-ﬁ-}ed-rate&

—5))) (3) By the last day of May each year any insurer issuing or
renewing individual health benefit plans in this state during the
preceding calendar year shall file for review by the commissioner
supporting documentation of its actual loss ratio and its actual
declination rate for its individual health benefit plans offered or
renewed in the state in aggregate for the preceding calendar year.
The filing shall include aggregate earned premiums, aggregate
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incurred claims, and a certification by a member of the American
academy of actuaries, or other person approved by the commissioner,
that the actual loss ratio has been calculated in accordance with
accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the commissioner, the filing shall be
deemed approved unless prior thereto the commissioner contests the
calculation of the actual loss ratio.

(b) If the commissioner contests the calculation of the actual loss
ratio, the commissioner shall state in writing the grounds for
contesting the calculation to the insurer.

(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon written demand of either the commissioner or the insurer,
be submitted to hearing under chapters 48.04 and 34.05 RCW.

((£6))) (4) If the actual loss ratio for the preceding calendar year
is less than the loss ratio established in subsection ((7)) (5) of this
section, a remittance is due and the following shall apply:

(a) The insurer shall calculate a percentage of premium to be
remitted to the Washington state health insurance pool by subtracting
the actual loss ratio for the preceding year from the loss ratio
established in subsection ((7)) (5) of this section.

(b) The remittance to the Washington state health insurance pool
is the percentage calculated in (a) of this subsection, multiplied by the
premium earned from each enrollee in the previous calendar year.
Interest shall be added to the remittance due at a five percent annual
rate calculated from the end of the calendar year for which the
remittance is due to the date the remittance is made.

(c) All remittances shall be aggregated and such amounts shall
be remitted to the Washington state high risk pool to be used as
directed by the pool board of directors.

(d) Any remittance required to be issued under this section shall
be issued within thirty days after the actual loss ratio is deemed
approved under subsection ((t5))) (3)(a) of this section or the
determination by an administrative law judge under subsection ((€5)))
(3)(c) of this section.

((6P)) (5) The loss ratio applicable to this section shall be
((seventy-four—pereent)) the percentage set forth in the following
schedule that correlates to the health care service contractor's actual
declination rate in the preceding year, minus the premium tax rate
applicable to the insurer's individual health benefit plans under RCW
48.14.020.

Actual Declination Rate
Under Six Percent (6%)

Loss Ratio

Seventy-Four Percent (74%)

Six Percent (6%) or more Seventy-Five Percent (75%)

(but less than Seven Percent)

Seven Percent (7%) or more Seventy-Six Percent (76%)

(but less than Eight Percent)

Eight Percent (8%)

Seventy-Seven Percent (77%)

Sec.5. RCW 48.44.017 and 2001 ¢ 196 s 11 are each amended to
read as follows:

(1) The definitions in this subsection apply throughout this section
unless the context clearly requires otherwise.

(a) "Claims" means the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terms of a health benefit plan, as defined in

RCW 48.43.005. This includes capitation payments or other similar
payments made to providers for the purpose of paying for health care
services for an enrollee.

(b) "Claims reserves" means: (i) The liability for claims which
have been reported but not paid; (ii) the liability for claims which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional claims reserves whether for a
specific liability purpose or not.

(c) "Declination rate" for an insurer means the percentage of the

total number of applicants for individual health benefit plans received
by that insurer in the aggregate in the applicable year which are not
accepted for enrollment by that insurer based on the results of the
standard health questionnaire administered pursuant to RCW
48.43.018(2)(a).
__(d) "Earned premiums" means premiums, as defined in RCW
48.43.005, plus any rate credits or recoupments less any refunds, for
the applicable period, whether received before, during, or after the
applicable period.

((€)) (e) "Incurred claims expense" means claims paid during the
applicable period plus any increase, or less any decrease, in the
claims reserves.

((fe))) (f) "Loss ratio" means incurred claims expense as a
percentage of earned premiums.

(D)) (g) "Reserves" means:

(i) Active life reserves; and (ii)

additional reserves whether for a specific liability purpose or not.
(2) ((Arhealthcare-service-contractor-shat-fite-for-informationat

contracts-with-the-commtsstonerprior-to-use:
—3))) A health care service contractor ((shalt)) must file ((withthe
nottee—required—under—stbsectton{(2)of this—seettont)) supporting

documentation of its method of determining the rates charged((—Fhe
commisstoner-mayrequestonty)) for its individual contracts. At a
minimum, the health care service contractor must provide the
following supporting documentation:

(a) A description of the health care service contractor's rate-making
methodology;

(b) An actuarially determined estimate of incurred claims which
includes the experience data, assumptions, and justifications of the
health care service contractor's projection;

(c) The percentage of premium attributable in aggregate for
nonclaims expenses used to determine the adjusted community rates
charged; and

(d) A certification by a member of the American academy of
actuaries, or other person approved by the commissioner, that the
adjusted community rate charged can be reasonably expected to result
in a loss ratio that meets or exceeds the loss ratio standard
((established—in—subsectton—(7H—ofthis—seetion)) of seventy-four
percent, minus the premium tax rate applicable to the carrier's
individual health beneﬁt plans under RCW 48.14.0201.

(4

—t5))) (3) By the last day of May each year any health care service
contractor issuing or renewing individual health benefit plans in this
state during the preceding calendar year shall file for review by the
commissioner supporting documentation of its actual loss ratio and
its actual declination rate for its individual health benefit plans
offered or renewed in this state in aggregate for the preceding
calendar year. The filing shall include aggregate earned premiums,
aggregate incurred claims, and a certification by a member of the
American academy of actuaries, or other person approved by the
commissioner, that the actual loss ratio has been calculated in
accordance with accepted actuarial principles.
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(a) At the expiration of a thirty-day period beginning with the date
the filing is received by the commissioner, the filing shall be deemed
approved unless prior thereto the commissioner contests the
calculation of the actual loss ratio.

(b) If the commissioner contests the calculation of the actual loss
ratio, the commissioner shall state in writing the grounds for
contesting the calculation to the health care service contractor.

(c) Any dispute regarding the calculation of the actual loss ratio
shall upon written demand of either the commissioner or the health
care service contractor be submitted to hearing under chapters 48.04
and 34.05 RCW.

((£6))) (4) If the actual loss ratio for the preceding calendar year is
less than the loss ratio standard established in subsection ((t7)) (5)
of this section, a remittance is due and the following shall apply:

(a) The health care service contractor shall calculate a percentage
of premium to be remitted to the Washington state health insurance
pool by subtracting the actual loss ratio for the preceding year from
the loss ratio established in subsection ((7)) (5) of this section.

(b) The remittance to the Washington state health insurance pool
is the percentage calculated in (a) of this subsection, multiplied by the
premium earned from each enrollee in the previous calendar year.
Interest shall be added to the remittance due at a five percent annual
rate calculated from the end of the calendar year for which the
remittance is due to the date the remittance is made.

(c) All remittances shall be aggregated and such amounts shall be
remitted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remittance required to be issued under this section shall
be issued within thirty days after the actual loss ratio is deemed
approved under subsection ((t5))) (3)(a) of this section or the
determination by an administrative law judge under subsection ((€5)))
(3)(c) of this section.

((6P)) (5) The loss ratio applicable to this section shall be
((seventy=fourpereent)) the percentage set forth in the following
schedule that correlates to the health care service contractor's actual
declination rate in the preceding year, minus the premium tax rate
applicable to the health care service contractor's individual health
benefit plans under RCW 48.14.0201.

Actual Declination Rate
Under Six Percent (6%)

Loss Ratio

Seventy-Four Percent (74%)

Six Percent (6%) or more Seventy-Five Percent (75%)

(but less than Seven Percent)

Seven Percent (7%) or more Seventy-Six Percent (76%)

(but less than Eight Percent)

Eight Percent (8%)

Seventy-Seven Percent (77%)

Sec. 6. RCW 48.46.062 and 2001 ¢ 196 s 12 are each amended to
read as follows:

(1) The definitions in this subsection apply throughout this section
unless the context clearly requires otherwise.

(a) "Claims" means the cost to the health maintenance
organization of health care services, as defined in RCW 48.43.005,
provided to an enrollee or paid to or on behalf of the enrollee in
accordance with the terms of a health benefit plan, as defined in
RCW 48.43.005. This includes capitation payments or other similar
payments made to providers for the purpose of paying for health care
services for an enrollee.

(b) "Claims reserves" means: (i) The liability for claims which
have been reported but not paid; (ii) the liability for claims which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional claims reserves whether for a
specific liability purpose or not.

(c) "Declination rate" for an insurer means the percentage of the

total number of applicants for individual health benefit plans received
by that insurer in the aggregate in the applicable year which are not
accepted for enrollment by that insurer based on the results of the
standard health questionnaire administered pursuant to RCW
48.43.018(2)(a).
__(d) "Earned premiums" means premiums, as defined in RCW
48.43.005, plus any rate credits or recoupments less any refunds, for
the applicable period, whether received before, during, or after the
applicable period.

((€)) (e) "Incurred claims expense" means claims paid during the
applicable period plus any increase, or less any decrease, in the
claims reserves.

((fe))) () "Loss ratio" means incurred claims expense as a
percentage of earned premiums.

(D)) (g) "Reserves" means:

(i) Active life reserves; and (ii)

additional reserves whether for a specific liability purpose or not.

Q) ((resktr—mmimterance—orgmiraton—ab—e—or

—(—3—))) A health maintenance orgamzatlon ((sha-l-})) must ﬁle ((with
thenotieerequired-undersubsection2of thissectton)) supporting

documentation of its method of determining the rates charged((—Fhe
commisstoner-mayrequestonty)) for its individual agreements. At
a minimum, the health maintenance organization must provide the
following supporting documentation:

(a) A description of the health maintenance organization's rate-
making methodology;

(b) An actuarially determined estimate of incurred claims which
includes the experience data, assumptions, and justifications of the
health maintenance organization's projection;

(c) The percentage of premium attributable in aggregate for
nonclaims expenses used to determine the adjusted community rates
charged; and

(d) A certification by a member of the American academy of
actuaries, or other person approved by the commissioner, that the
adjusted community rate charged can be reasonably expected to result
in a loss ratio that meets or exceeds the loss ratio standard
((established—in—subsecttonr(7H—ofthis—seetiotr)) of seventy-four
percent, minus the premium tax rate applicable to the carrier's
individual health beneﬁt plans under RCW 48.14.0201.

(4

—t5))) (3) By the last day of May each year any health maintenance
organization issuing or renewing individual health benefit plans in
this state during the preceding calendar year shall file for review by
the commissioner supporting documentation of its actual loss ratio
and its actual declination rate for its individual health benefit plans
offered or renewed in the state in aggregate for the preceding
calendar year. The filing shall include aggregate earned premiums,
aggregate incurred claims, and a certification by a member of the
American academy of actuaries, or other person approved by the
commissioner, that the actual loss ratio has been calculated in
accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the date
the filing is received by the commissioner, the filing shall be deemed
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approved unless prior thereto the commissioner contests the
calculation of the actual loss ratio.

(b) If the commissioner contests the calculation of the actual loss
ratio, the commissioner shall state in writing the grounds for
contesting the calculation to the health maintenance organization.

(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon written demand of either the commissioner or the health
maintenance organization, be submitted to hearing under chapters
48.04 and 34.05 RCW.

((£6))) (4) If the actual loss ratio for the preceding calendar year is
less than the loss ratio standard established in subsection ((tH)) (5)
of this section, a remittance is due and the following shall apply:

(a) The health maintenance organization shall calculate a
percentage of premium to be remitted to the Washington state health
insurance pool by subtracting the actual loss ratio for the preceding
year from the loss ratio established in subsection ((7)) (5) of this
section.

(b) The remittance to the Washington state health insurance pool
is the percentage calculated in (a) of this subsection, multiplied by the
premium earned from each enrollee in the previous calendar year.
Interest shall be added to the remittance due at a five percent annual
rate calculated from the end of the calendar year for which the
remittance is due to the date the remittance is made.

(c) All remittances shall be aggregated and such amounts shall be
remitted to the Washington state high risk pool to be used as directed
by the pool board of directors.

(d) Any remittance required to be issued under this section shall
be issued within thirty days after the actual loss ratio is deemed
approved under subsection ((¢5))) (3)(a) of this section or the
determination by an administrative law judge under subsection ((€5)))
(3)(c) of this section.

((6P)) (5) The loss ratio applicable to this section shall be
((seventy=four—pereent)) the percentage set forth in the following
schedule that correlates to the health maintenance organization's
actual declination rate in the preceding year, minus the premium tax
rate applicable to the health maintenance organization's individual
health benefit plans under RCW 48.14.0201.

Actual Declination Rate
Under Six Percent (6%)

Loss Ratio

Seventy-Four Percent (74%)

Six Percent (6%) or more Seventy-Five Percent (75%)

(but less than Seven Percent)

Seven Percent (7%) or more Seventy-Six Percent (76%)

(but less than Eight Percent)

Eight Percent (8%)

Seventy-Seven Percent (77%)

NEW SECTION. Sec. 7. The insurance commissioner's authority
to review and disapprove rates for individual products, as established
in sections 1 through 6 of this act, expires January 1, 2012."

Correct the title.

Signed by Representatives Cody, Chair; Morrell, Vice
Chair; Barlow; Campbell; Green; Moeller; Schual-Berke
and Seaquist.

MINORITY recommendation: Do not pass.
Representatives Hinkle,

Signed by
Ranking Minority Member;

Alexander, Assistant Ranking Minority Member; Condotta;
DeBolt and Pedersen.

Passed to Committee on Rules for second reading.

There being no objection, the bills and memorial listed on the
day’s standing and first supplemental committee reports under
the fifth order of business were referred to the committees so
designated.

There being no objection, the House advanced to the eighth
order of business.

There being no objection, the Committee on Appropriations
was relieved of further consideration of HOUSE BILL NO.
2494, and the bill was referred to the Committee on Rules.

There being no objection, the House advanced to the
eleventh order of business.

There being no objection, the House adjourned until 9:55
a.m., February 11, 2008, the 29th Day of the Regular Session.

FRANK CHOPP, Speaker
BARBARA BAKER, Chief Clerk
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